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To: The Commission
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Office of Governmental Affairs (OGA) — Sacramento

Subject:  AB 1383 (Pavley) Solar Energy: Low-Income Housing:
Revolving Loan Program.
As Amended June 22, 2005

LEGISLATIVE SUBCOMMITTEE RECOMMENDATION: Support if amended

SUMMARY: This bill would establish, until January 1, 2016, the Low-Income Housing
Development Revolving Loan Program (Revolving Loan Program) to help finance solar
energy systems for low-income housing. The state Energy Commission (CEC) would
be responsible for developing guidelines and administering the Revolving Loan
Program according to the stated purpose of financing up to 75% of solar energy system
costs for low-income housing. The funding mechanisms for the Revolving Loan
Program contained in this bill would not go into effect if SB 1 (Murray), the Million Solar
Roofs Initiative, is passed into law.

DIVISION ANALYSIS (Energy):

» This bill would provide loans to entities that may not otherwise be able to finance
solar energy projects on low-income housing through the Revolving Loan Program
Fund. This is a laudable goal.

* The Revolving Loan Program Fund (Fund) would consist of the following moneys:

A. If SB 1 (Murray), the Million Solar Roofs Initiative, IS passed into law, AB
1383 would cross-reference SB 1's proposed PRC § 25782, which states:

0 Upon disbursement of funds from the Million Solar Roofs Initiative Trust
Fund consistent with the Million Solar Roofs Initiative program, the
photovoltaic portion of the emerging renewable technologies program
shall be discontinued and the remaining funds from that program shall be
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deposited into the Million Solar Roofs Initiative Trust Fund. (Proposed
PRC § 25461.7)

If SB 1 (Murray), the Million Solar Roofs Initiative, IS NOT passed into law,
AB 1383 would transfer to the Revolving Loan Program Fund:

1.

50% of the Fund’s needs from the Emerging Renewable Program (ERP),
which is administered by the CEC and funded by the Public Goods
Charge (PGC). This transfer would not exceed 10% of the overall funds
in the ERP as of July 1, 2005. (Proposed PRC § 25461.5(b)(1)&(2))

And

2.

50% of the Fund’s needs from the Self-Generation Incentive Program
(SGIP), which is administered by the Public Utilities Commission (PUC)
and funded by the gas and electric distribution rates of the investor owned
utilities. This transfer would not exceed 10% of the overall funds in the
SGIP as of July 1, 2005. (Proposed PRC § 25461.5(c)(1)&(2))

C. And whether or not SB 1 passes, the Revolving Loan Program Fund would
consist of:

1.

4.

Money authorized or required by the Legislature to be deposited in the
Fund (proposed PRC § 25461(b)(2));

. Fees collected by the CEC to cover the costs of processing applications

and administering the program (proposed PRC § 25462.5(d));

Repayments of loans, including principal and interest (proposed PRC 8
25463.5); and

All interest accruing on interest payments (proposed PRC § 25464).

» Diversion of SGIP funding to the Revolving Loan Fund, as this bill proposes, is
highly problematic for the following reasons:

1) Almost 100% of the projects funded under SGIP are for applications in the

industrial and commercial sectors. A diversion of funding from SGIP would
divert much needed funding in the severely oversubscribed SGIP out of the
industrial/commercial sector into the residential sector.

2)

Of the industrial/commercial sector projects funded under SGIP, 88% are for
solar projects. A diversion of funding from SGIP would inhibit the growth of
solar use in the industrial/commercial sectors in California.
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3) To achieve the stated goals of AB 1383, it is important to promote solar
power usage in both the residential and industrial/commercial sectors of
California.

» The recently released staff Solar Report (R.04-03-017), co-authored by the CPUC
and CEC, does not support diversion of SGIP funds. Rather, it recommends initially
continuing the current practice of paying enhanced incentives to qualifying
affordable housing projects out of the ERP, while conducting a thorough
investigation into the specific structure of affordable housing markets in order to
modify the program to allow significant additional affordable housing patrticipation.

* On the other hand, it would be fairly straightforward for the PUC to consider ways to
ensure incentive funding and financing availability for solar projects for low-income
housing within the existing proceeding (D.04-12-045) to modify the SGIP and
implement AB 1685 (2003). This could include the design and adoption of a solar
revolving loan program.

* However, if the Legislature chooses to create a revolving loan program statutorily, it
should be administered by the PUC rather than the CEC for the following reasons:

1) Most affordable housing solar projects would consist of multi-family dwellings
such as townhouses and condominiums which would involve the installation
of larger PV systems.

2) The PUC has the necessary experience for administering the Revolving Loan
Program due to its current oversight and administration of the SGIP, which
places solar projects in excess of 30kW, unlike the smaller projects
administered by the CEC.

RECOMMENDED AMENDMENTS:

» Staff recommends that we request the author to completely remove SGIP funds as
a potential source of funding for the Revolving Loan Program.

» Staff also recommends that we request the author make the PUC, rather than the
CEC, responsible for developing the guidelines and administering the Revolving
Loan Program.

LEGISLATIVE HISTORY:

The CEC’s Emerging Renewable Program (ERP) was created by AB 1890, the
legislation which adopted the framework for a competitive electricity industry in
California, to provide incentives primarily for small solar and wind projects. AB 1890
established a separate utility rate component known as the Public Goods Charge
(PGC) to fund energy efficiency and renewables development.
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The PUC’s Self Generation Incentive Program (SGIP) was adopted by the PUC to fulfill
the requirements of AB 970 (2000), which directed the PUC to provide "differential
incentives for renewable or super clean distributed generation." AB 1685 (2003)
extended the SGIP through 2007. The PUC adopted an annual statewide budget of
$125 million through 2007, allocated equally among Level 1 (Solar, wind, renewable
fuel cells greater than 30 KW), Level 2 (Fuel cells), and Level 3 (Microturbines, gas
turbines, internal combustion engines).

Several actions taken to resolve the electricity crisis spurred solar installations after
2001:

* The new SGIP program expanded funding available for incentives to large PV
projects (above 30 kW), allowing the ERP to concentrate on smaller projects.

* The Legislature expanded net energy metering rules to allow systems from 10
kW to 1 MW to participate.

* ERP participation increased as the tiered electricity rate structure implemented in
2001 raised rates for residential customers whose energy use is above baseline
guantities, which improved the economic viability of residential PV systems.

» The Legislature approved a 15 percent state tax credit for systems installed in
2001 through 2003 and 7.5 percent for systems installed in 2004 and 2005.

PROGRAM BACKGROUND:

California currently has two legislatively-mandated solar incentive programs funded
through investor-owned utility rates: the CEC’s Emerging Renewable Program (ERP)
and the PUC’s Self-Generation Incentive Program (SGIP).

The CEC'’s Emerging Renewable Program (ERP): The ERP provides incentives to
encourage and support emerging technologies. The majority of fund recipients are
small solar projects. The ERP is funded through the Public Goods Charge (PGC)
created by AB 1890. CEC staff receives and processes all program applications (with
some contractor assistance), and authorizes individual rebate amounts.

Rebates are based on installed capacity; current rebates for most solar PV installations
are $2.80 per watt (affordable housing installations receive a higher incentive and self-
installed installations a lower incentive). The ERP contains provisions to pay enhanced
incentives (currently 25% above the standard incentive, not to exceed 75% of system
cost) to qualifying affordable housing projects.

Since 1998, the ERP has allocated $371 million, mostly for residential incentives. To
date, the ERP has installed over 50MW of solar projects. Earlier this year, the CEC
initiated a pilot performance-based incentive program which pays per-kWh incentives
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based on the amount of electricity generated by the system over three years rather than
initial installed system capacity.

Until 2001, there was minimal interest in the program. As the energy crisis progressed,
program demand increased, and funds became scarce. On several occasions, funds
were transferred from the state's General Fund and other Renewable Resources Trust
Fund accounts into the ERP to meet the rising demand. In 2002, the Legislature
approved the 5 year investment plan and allocated 17.5 percent of the Renewable
Energy Program Funds ($118 million) for the ERP, which equates to less than half of
the annual demand for rebates in the prior two years.

The CPUC Self-Generation Incentive Program (SGIP): In response to the energy crisis,
the Legislature adopted AB 970 (2000), which directed the PUC to develop an incentive
program for super clean and renewable distributed generation. As with the CEC's ERP,
the majority of SGIP rebates are paid to solar projects. SGIP program costs are
recovered through the gas and electric distribution rates of Pacific Gas and Electric,
Southern California Edison, Southern California Gas Company, and San Diego Gas
and Electric, proportionate to annual sales revenues.

Since 2001, the SGIP either paid or reserved rebates up to $581 million for renewable
and clean projects totaling 318 MW. Solar projects account for 113 MW, for rebates
totaling $421 million. Current solar rebates are $3.50/watt, scheduled to drop to
$3.00/watt January 1, 2006.

By the end of 2004, the SGIP was oversubscribed, and waiting lists were created.
When the SGIP began accepting new applications at $3.50/watt in February 2005,
nearly all applicants on the waiting lists chose to accept $3.50/watt instead of waiting an
indeterminate period for the $4.50/watt for which they had originally applied. By March
2005, the SGIP was again fully subscribed, receiving applications roughly equivalent to
10 years of the allocated budget.

STATUS: This bill passed the Assembly, and is now scheduled to be heard by the
Senate Energy, Utilities, and Communications Committee on June 30, 2005.

SUPPORT/OPPOSITION

Support:

Global Green (Sponsor)

American Federation of State County Municipal Employees
Greenpeace

Housing California

Kyocera Solar, Inc., San Diego

Sierra Club California
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Opposition:
None on file.

STAFF CONTACTS:

Tom Flynn trf@cpuc.ca.gov
OGA (916) 324-8689
Pam Loomis pcl@cpuc.ca.gov
OGA (916) 327-8441
Lisa Paulo LP1@cpuc.ca.gov
Energy Efficiency (415) 355-5495

Date: June 27, 2005
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Bl LL NUMBER: AB 1383  AMENDED
Bl LL TEXT

AVENDED | N SENATE JUNE 22, 2005
AVENDED | N ASSEMBLY NMAY 27, 2005
AVENDED | N ASSEMBLY NMAY 16, 2005
AVENDED | N ASSEMBLY NMNAY 2, 2005
AVENDED | N ASSEMBLY APRIL 18, 2005
AVENDED | N ASSEMBLY APRIL 6, 2005

| NTRODUCED BY  Assenbly Menber Pavl ey
(Coaut hors: Assenbly Menbers Hancock, Jeronme Horton, Leno,
Levine, Mullin, Salinas, and Torrico)

FEBRUARY 22, 2005

. Y .
Code;—relating-to-energy— An act to add and repea

Chapter 5.6 (conmencing with Section 25460) of Division 15 of the
Publ i c Resources Code, relating to energy, and naking an
appropriation therefor.

LEQ SLATI VE COUNSEL' S DI GEST

AB 1383, as anended, Pavley. Electricity: —distributed
energi-ng—technologies-—+rebates— Sol ar Energy:

Low | nconme Housi ng Devel opnent Revol vi ng Loan Program

Exi sting | aw establishes various revolving | oan prograns to
provi de | oans for specified purposes, including recycling narket
devel opnent and renewabl e energy resources. Existing law requires the
State Energy Resources Conservation and Devel opnment Conmi ssi on
(Energy Conmi ssion) to expand and accel erate the devel opnment of
alternative sources of energy, including solar energy. Existing |aw
requires the Energy Comm ssion, until January 1, 2006, and to the
extent that funds are appropriated for that purpose in the annua
Budget Act, to inplenent a grant programto acconplish specified
goal s, including nmaking solar energy systens cost conpetitive with
alternative forns of energy.

Under existing law, the Public Utilities Comm ssion (PUC) has
regul atory authority over public utilities, including electrica
corporations. Existing law requires the PUC to require Pacific Gas
and El ectric Conpany, San Diego Gas and Electric, and Sout hern
California Edison to identify a separate electrical rate conponent to
fund prograns that enhance systemreliability and provide in-state
benefits. This rate conmponent is a nonbypassabl e el enent of |oca
di stribution and collected on the basis of usage. The funds are
collected to support cost-effective energy efficiency and
conservation activities, public interest research and devel opment not
adequately provided by conpetitive and regul ated markets, and
renewabl e energy sources. Existing law requires that 17.5% of the
noney col |l ected under the renewabl e energy public goods charge be
used for a multiyear, consumer-based programto foster the
devel opnent of energing renewabl e technol ogies in distributed
generation application.

This bill would establish, until January 1, 2016, the Low I ncone
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Housi ng Devel opnent Revol ving Loan Program (program to help finance
sol ar energy systens, as defined, in eligible | owincome housing
| ocated in the service areas of an electrical corporation. The bil
woul d create the Lowincome Housi ng Devel opment Revol vi ng Loan
Program Fund (fund), which would be continuously appropriated, for
t he purpose of providing | oans for program purposes, thereby nmaking
an appropriation.

The bill would require the Energy Comm ssion to consider and
eval uate the | evel of funding necessary to adequately fund the
programto achi eve the goal of placing solar energy systens on
| ow-i ncome or affordable housing units during the first year of the
program The bill would provide that a certain anmount of noneys from
t he Emergi ng Renewabl e Resources Account and the sel f-generation
i ncentive program for distributed generation resources would be
transferred to the fund.

The bill would prescribe requirenents for repayment of allocations
made pursuant to the program and woul d authorize the Departnent of
Fi nance to audit the expenditure of an allocation or the computation
of specified paynents.

T ﬁ . it
Vot e: o 2/3 . Appropriation:

-no— yes . Fiscal committee: yes.

St at e- mandat ed | ocal program no.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWS

SECTI ON 1.
The Legi slature finds and declares all of the follow ng:

(a) California has a pressing need to procure a steady supply of
af fordabl e and reliable peak electricity for affordable housing
units.

(b) Solar generated electricity is uniquely suited to California's
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needs because it produces electricity when California needs it nost,
during the peak demand hours in sumer afternoons when the sun is
brightest and air conditioners are running at capacity.

(c) Procuring solar electric generation capacity to neet peak
electricity demand increases systemreliability and decreases
California s dependence on unstable fossil fuel supplies.

(d) Solar generated electricity diversifies California' s energy
portfolio. California currently relies on natural gas for the bul k of
its electricity generation needs. Increasing energy demands pl ace
i ncreasing pressure on limted natural gas supplies and threaten to
rai se costs.

(e) Roughly 20,000 affordable housing units will be built annually
in California in the com ng years, challenging energy reliability
and affordability for those residents who can |least afford inflated
energy bills.

(f) I'nvesting in |lowinconme housing solar electricity generation
installations today will |lower the cost of solar generated
electricity for all Californians in the future

(g) Increasing California's solar electricity generati on market
will also bring additional manufacturing, installation, and sales
jobs to the state at a higher rate than nost conventi onal energy
producti on sources.

(h) Establishing a Low I ncome Housi ng Devel opment Revol vi ng Loan
Program woul d be a cost-effective investnent by ratepayers in peak
electricity generation capacity, because as a result of the program
ratepayers will recoup the cost of their investnent through | ower
rates by avoi ding purchases of electricity at peak rates, wth
additional systemreliability and pollution reduction benefits.

(i) A loan programwould further establish, increase, and nodify
i ncentives and provide financing mechanisnms for energy efficiency and
photovol taic capabilities for subsidized and af fordabl e housi ng, and
establish "zero energy hones" as a goal for |owincone and
af f ordabl e housi ng residents.

(j) Solar energy systems provide substantial energy reliability
and pol lution reduction benefits. Solar energy systens al so diversify
our energy supply and thereby reduce our dependence on inported
fossil fuels.

SEC. 2. Chapter 5.6 (conmencing with Section
25460) is added to Division 15 of the Publ i ¢ Resources
Code , to read:

CHAPTER 5. 6. LOW I NCOVE HOUSI NG DEVELOPMENT REVOLVI NG LOAN
PROGRAM

25460.

As used in this chapter, the followi ng terns have the foll ow ng
nmeani ngs:

(a) "Allocation" means a |loan of funds by the comm ssi on pursuant
to this chapter.

(b) "Building" neans any existing or planned structure for
resi dential uses that includes a heating or cooling system or both.
Additions to an original building shall be considered part of that
buil di ng rather than a separate buil ding.

(c) "Electrical corporation" has the neaning set forth in Section
218 of the Public Uilities Code.

(d) "Energy conservation nmeasure" neans an installation or
nodi fication of an installation of a solar energy systemin a
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buil ding or a housing unit that is primarily intended to reduce
energy consunption.

(e) "Energy conservation project"” neans an undertaking to acquire
and to install one or nore energy conservation nmeasures in a building
or a housing unit, and technical assistance in connection with that
undert aki ng.

(f) "Fund" neans the Low I ncome Housing Devel opnent Revol vi ng Loan
Program Fund created by Section 25461

(g) "Lowincone residential housing" nmeans affordable residentia
housi ng units that are defined in Section 50052.5 or 50053 of, or are
undert aken, constructed, or operated pursuant to Chapter 3.6
(comrencing with Section 50199.4) of Part 1 of Division 31 of, the
Heal th and Safety Code.

(h) "Program’ means the Low I ncome Housi ng Devel opment Revol vi ng
Loan Program created by Section 25460. 5.

(i) "Sol ar energy systenf neans a sol ar energy device that has the
primary purpose of providing for the collection and distribution of
sol ar energy for the generation of electricity that is qualified by
the conm ssion for participation in the program

(j) "Technical assistance" means assistance including, but not
l[imted to:

(1) Conducting specialized studies identifying and specifying
energy savings and related cost savings that are likely to be
realized as a result of the acquisition and installation of one or
nore specified energy conservation nmeasures in the building or
facility, or as a result of both.

(2) Planning of specific renodeling, renovation, repair
repl acenent, or insulation projects related to the installation of
energy conservation neasures in the building or housing unit.

25460. 5.

The Low I ncome Housi ng Devel opnent Revol vi ng Loan Programis
hereby established. The purposes of the programare as foll ows:

(a) To provide a source of funding to help finance energy
conservation projects, not to exceed 75 percent of the total costs of
the sol ar energy systens, in |lowinconme residential housing units
located in the service areas of an electrical corporation that are
not al ready covered by the rebate program established pursuant to
Section 25401. 6.

(b) To be a cost-effective investnent by ratepayers in peak
electricity generation capacity that enables ratepayers to recoup the
cost of their investnent through |ower rates as a result of avoiding
purchases of electricity at peak rates generated by traditiona
power pl ants and peaker generation units, with additional system
reliability and pollution reduction benefits.

25461.

(a) The Low I ncome Housi ng Devel opnent Revol vi ng Loan Program Fund
is hereby created in the State Treasury for the purpose of providing
| oans for purposes of the program Notwithstandi ng Section 13340 of
t he Governnent Code, the fund is continuously appropriated to the
conmi ssion without regard to fiscal year

(b) The noneys in the fund shall consist of both of the follow ng:

(1) Moneys from sources set forth in Section 25461.5 or 25461.7,
as appropriate.

(2) Moneys authorized by or required to be deposited in the fund
by the Legislature and noneys received by the comm ssion pursuant to
subdi vision (d) of Section 25462.5, or Section 25463.5 or 25464.

(c) The conmi ssion shall administer the fund.
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(d) The conmi ssion shall consult with the California Tax Credit
Allocation Conmittee (TCAC), the California Housing Finance Agency,
and the Departnment of Housing and Conmunity Devel opnent to devel op
gui del i nes for the fund.

(e) The conmi ssion nmay expend the noney in the fund to nmake | oans
to | ocal governing bodies, private businesses, and nonprofit entities
to provide funding for solar energy systens in | owincome housing
units.

(f) The noney in the fund shall be disbursed by the Controller for
t he purposes of this chapter as authorized by the conmm ssion.

(g) The conmission may contract and provide grants for services to
be performed for energy conservation projects meeting the
requi renents of Section 25462. Services may include, but are not
limted to, feasibility analysis, project design, field assistance,
techni cal assistance, operation, and training. The anount expended
for those services may not exceed 10 percent of the bal ance of the
fund as determned by the conmmi ssion on July 1 of each year

(h) The conmi ssion may nake grants for innovative projects and
prograns. The anpunt expended for grants may not exceed 5 percent of
t he annual appropriation fromthe account.

25461. 5.

(a) The conmi ssion shall consider and evaluate the |evel of
funding that is necessary to adequately fund the programto achieve
t he goal of placing solar energy systens on | owincome or affordable
housing units during the first year of the program

(b) (1) The commi ssion shall transfer 50 percent of the anpunt
identified pursuant to subdivision (a) fromthe Energi ng Renewabl e
Resources Account established pursuant to paragraph (3) of
subdi vi sion (b) of Section 25751

(2) The armount transferred shall not exceed 10 percent of the
overall funds in the account as of July 1, 2005.

(c) (1) The Public Wilities Conm ssion shall transfer 50 percent
of the anmpunt identified pursuant to subdivision (a) fromthe
sel f-generation incentive programfor distributed generation
resources originally established pursuant to Chapter 329 of the
Statutes of 2000.

(2) The amount transferred shall not exceed 10 percent of the
overall funds in the self-generation incentive program for
di stributed generation resources as of July 1, 2005.

(d) This section shall not be operative if Senate Bill 1 of the
2005-06 Regul ar Session is enacted and becones effective on or before
January 1, 2006.

25461. 7.

(a) Notwithstandi ng subdivision (f) of Section 25782, as added to
t he Public Resources Code by Senate Bill 1 of the 2005-06 Regul ar
Session, the conmi ssion shall provide proportional program support,
not to exceed 10 percent of the overall funds for the MIIlion Sol ar
Roofs Initiative, for the inplenentation of this chapter

(b) This section shall becone operative if Senate Bill 1 of the
2005-06 Regul ar Session is enacted and becones effective on or before
January 1, 2006.

25462.

(a) To be eligible for participation in the program a building or
housi ng unit shall satisfy all of the foll ow ng:

(1) Be | owincone housing.

(2) Be within the service area of an electrical corporation

(3) Be at least 10 percent nore energy efficient than required by
the current standards specified in the California Building Standards



Item 51 (4720)
Page 12 of 12

Code contained in Part 6 (conmencing with Section 100) of Title 24 of
the California Code of Regul ations, or have inplenmented neasures to
reduce the energy use of the building or housing unit by 10 percent,
as cal cul ated pursuant to conpliance nodels set forth in Part 6
(comrencing with Section 100) of Title 24 of the California Code of
Regul ati ons.

(b) An eligible building or housing unit that exceeds energy
efficiency standards required by Part 6 (comrencing with Section 100)
of Title 24 of the California Code of Regulations by nmore than 10
percent shall receive financing at rate of .25 percent |ower for
every 5 percent additional inprovenent in energy efficiency.

25462. 5.

(a) An applicant may submit an application to the conmi ssion for
an allocation for the purpose of financing all or a portion of the
costs incurred in inmplenenting an energy conservation project. The
application shall be in the formand contain the information that the
conmi ssion shall prescribe.

(b) An application may be for the purpose of financing the
applicant's share of the costs for inplenmenting an energy
conservation project that are to be jointly funded through a state,
| ocal, or federal -local program

(c) The conmi ssion may approve an application if the applicant has
furnished information satisfactory to the comm ssion show ng both of
the foll ow ng:

(1) That the building or housing is eligible pursuant to Section
25462.

(2) That the costs of the energy conservation project, plus
interest on state funds | oaned, calcul ated in accordance with
Sections 25463 and 25463.5, will be covered by the savings in the
cost of energy during the repaynent period of the allocation. The
savi ngs shall be calculated in a manner prescribed by the comi ssion

(d) The conmi ssion shall establish and collect a fee for each
application for an allocation authorized by this chapter. The fee
shall be set at a level that is sufficient to reinburse the
conmi ssion for the cost of processing the application. In addition
t he agency shall establish a schedule of fees, or points, for
all ocations that are entered into by the comr ssion, to fund the
conmi ssion's adm nistration of the program

25463.

Annual Iy at the conclusion of each fiscal year, but not |ater than
Cct ober 31, each applicant that has received an allocation pursuant
to this chapter shall conpute the cost of the energy saved as a
result of inplenenting the energy conservation project funded by the
al l ocation. The cost shall be calculated in a nanner prescribed by
t he conmi ssi on.

25463. 5.

(a) An applicant receiving an allocation pursuant to this chapter
shal |l repay the principal anbunt of the allocation, plus interest, in
not nmore than 30 equal sem annual paynments, as determ ned by the
conm ssion. The first sem annual paynment shall be made on or before
December 22 of the fiscal year followi ng the year in which the energy
conservation project is conpleted. The repaynent period may not
exceed the life of the equi pnent, as determined by the comm ssion, or
the tine period in which the building or housing unit where the
energy conservation neasures will be installed maintain its
| ow-i ncome housi ng st at us.

(b) Notwithstandi ng any ot her provision of law, the comi ssion
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shall, unless it deternm nes that the purposes of this chapter would
be better served by establishing an alternative interest rate
schedul e, periodically set interest rates on the | oans based on
surveys of existing financial markets and at rates not |less than 3
percent per annum

(c) The applicant receiving an allocation pursuant to this chapter
shal | annual |y budget an ampunt at |east sufficient to nake the
sem annual paynents required in this section. The ampunt shall not be

rai sed by the levy of additional taxes but shall instead be obtained
by a savings in energy costs or other sources.

25464.

Al interest accruing on interest paynents from a housing project
shal | be deposited in the fund.

25464. 5.

(a) An allocation nade pursuant to this chapter shall be used for
t he purposes specified in an approved application

(b) I'f the conmi ssion determines that an allocation has been
expended for purposes other than those specified in an approved

application, it shall inmediately request the return of the ful
amount of the allocation. The applicant shall imrediately conmply with
t hat request.

25465.

(a) In furtherance of the purposes of the conmi ssion as set forth
in this chapter, the conmission may do all of the follow ng:

(1) Borrow noney, for the purpose of obtaining funds to nmake | oans
pursuant to this chapter, fromthe California Econom ¢ Devel opnent
Fi nancing Authority, the California Infrastructure and Econom c
Devel opnent Bank, and the California Consuner Power and Conservation
Fi nancing Authority fromthe proceeds of revenue bonds issued by any
of those agenci es.

(2) Pledge, to provide collateral in connection with the borrow ng
of nmoney pursuant to paragraph (1), |oans made pursuant to this
chapter or Chapter 5.4 (commencing with Section 25440), or the
principal and interest paynents on | oans made pursuant to this
chapter or Chapter 5.4 (conmmencing with Section 25440).

(3) Sell loans made pursuant to this chapter or Chapter 5.4
(comrencing with Section 25440), at prices deternmined in the sole
di scretion of the conmission, to the California Econom ¢ Devel opnent
Fi nancing Authority, the California Infrastructure and Econom c
Devel opnent Bank, and the California Consuner Power and Conservation
Fi nancing Authority to raise funds to enable the comission to nmake
loans to eligible institutions.

(4) Enter into |oan agreenents or other contracts necessary or
appropriate in connection with the pledge or sale of |oans pursuant
to paragraph (2) or (3), or the borrowi ng of noney as provided in
par agraph (1), containing any provisions that may be required by the
Cal i fornia Economi c Devel opment Financing Authority, the California
Infrastructure and Econoni c Devel opment Bank, or the California
Consuner Power and Conservation Financing Authority as conditions of
i ssuing bonds to fund loans to, or the purchase of |loans from the
commi ssi on.

(b) I'n connection with the pledging of |oans, or of the principa
and interest paynent on |oans, pursuant to paragraph (2) of
subdi vision (a), the conmmi ssion may enter into pledge agreenents
setting forth the terms and conditions pursuant to which the
conmi ssion is pledging | oans or the principal and interest paynent on
| oans, and may al so agree to have the | oans held by bond trustees or
by i ndependent collateral or escrow agents and to direct that
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paynments received on those | oans be paid to those trustee,
collateral, or escrow agents.

(c) The conmi ssion may enploy financial consultants, |ega
advi sers, accountants, and other service providers, as may be
necessary in its judgnment, in connection with activities pursuant to
this chapter.

(d) Notwi thstandi ng any other provision of law, this chapter
provi des a conplete, separate, additional, and alternative nmethod for
i mpl enenting the measures authorized by this chapter, including the
authority of the applicant to have borrowed and to borrow in the
future pursuant to | oans nmade pursuant to this chapter or Chapter 5.4
(comrencing with Section 25440), and is supplenmental and additiona
to powers conferred by other |aws.

(e) To establish qualifications and priorities, consistent with
the objectives of this chapter, for nmaking allocations.

(f) To establish procedures and policies that may be necessary for
the adm nistration of this chapter

25465. 5.

The conmi ssion may expend fromthe fund an anmount to pay for the
actual adm nistrative costs incurred by the conm ssion pursuant to
this chapter. That ampunt shall not exceed 5 percent of the tota
appropriation, to be held in reserve and used to defray costs
i ncurred by the conmission for allocations made by the conmi ssion
pursuant to this chapter.

25466.

The Department of Finance, at its discretion, may audit the
expendi ture of any allocation nmade pursuant to this chapter or the
conput ati on of any paynent made pursuant to Section 25463. 5.

25466. 5.

(a) Except as provided in subdivision (b), this chapter shal
remain in effect only until January 1, 2016, and as of that date is
repeal ed, unless a later enacted statute, which is enacted before
January 1, 2016, deletes or extends that date.

(b) Al loans outstanding as of January 1, 2016, shall continue to
be repaid on a sem annual basis, as specified in Section 25463. 5,
until paid in full. Al unexpended noneys in the fund on January 1,

2016, and thereafter, except to the extent those funds are encunbered
pursuant to this chapter, shall revert to the General Fund.




